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ee issues have once again come into the public spotlight as a result of recent develop- 
‘ments in the marketplace both at home and abroad. This double issue of Consumer Quarterly 
V éxamines the challenges facing consumers and explores how governments are responding in 


Consumers in today’s Marketplace » wn x sss ss 88. 


Consumers face a marketplace characterized by 
rapid change stemming from globalization; de- 
regulation; rapidly changing technologies affect- 
ing the kinds of goods and services companies 
offer, as well as how they market and deliver them; 
and frequent changes in major market players. 

Several trends are emerging in response to 
these forces. There has been an explosion in 
new products and services that require con- 
sumers to have considerable information to 
assess their value and implications. At the same 
time, there are growing disparities — based on 
income, skills and education — in consumers’ 
ability to profit from changes in the market- 
place. In addition, traditional regulatory 
approaches are having difficulty keeping pace 
with protecting the consumer interest and 
providing appropriate levels of redress. 

It is little wonder then that a number of 
consumer-related issues have become flash- 
points, especially when people perceive health 
and safety to be at stake or when particular 
industries seem to be profiting excessively at 
consumers’ expense. Recent examples include 


the controversy in Europe about food safety, and 
Canadians’ concern about the impact of pro- 
posed bank mergers on the choice and cost of 
banking services. 
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In response to these pressures, new consumer 
policy initiatives are emerging in Europe, Britain, 
the United States and Canada. These new initia- 
tives seek to address a number of consumer 
concerns: the need for stronger consumer per- 
spectives in policy development; the lack of 
clear and accessible information for consumers 
in complex markets such as financial services; 
the desire for more effective redress and 
enforcement mechanisms, especially in new 
markets such as electronic commerce; and 
better access, especially for lower-income 
consumers, to rapidly changing markets such 
as financial services. 
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Consumer Protection in the European Unions wm me me meee 


The May 1, 1999, Treaty of Amsterdam 

commits all countries of the Euro- 

pean Union (EU) to a high level of 

consumer protection that ensures 

the following: 

m amore powerful voice for con- 
sumers throughout the EU; 

m a high level of health and safety 
for EU consumers; and 

m full respect for the economic 
interests of EU consumers. 

These protections were already 
embodied in the European Commis- 
sion’s three-year action plan, released 
in December 1998. This plan aims to 
ensure that consumers, confident in 
their rights, can reap their fair share 
of the benefits of Europe’s liberal- 
ized marketplace. The following are 
some highlights of the Commis- 
sion’s initiatives. 


Powerful Voice for Consumers 


m providing financial support to 
consumer associations to more 
closely involve them in policy 
making and implementing meas- 
ures to strengthen their capacity 
to take collective legal action; 

m providing resources for consumer 
training, information and education; 

™ promoting more effective dialogue 
among consumer organizations, 
business and the Commission’s 
advisory committees; 

m involving consumer associations 
in monitoring and enforcing 
existing legislation; and 

m ensuring better consumer repre- 
sentation in international bodies, 
especially those that set standards. 


Consumer Health and Safety 


m developing guidelines for the con- 
sistent application of the “precau- 
tionary principle,” invoked when 
there is scientific uncertainty 


about the level of risk attached to 
a product; 

m using publicly available and inde- 
pendent scientific research and 
advice as the basis for legislation 
affecting consumer health and 
food safety; 

m developing a framework for food 
law that addresses consumer 
concerns about labelling, hygiene 
and inspection; 

® ensuring more transparency in 
international decision making; and 

m safeguarding the right of member 
countries to determine their own 
health requirements. 


Economic Interests 
of Consumers 


m updating financial services 
regulation; 

m reviewing standardized labelling 
to help consumers make properly 
informed choices; 

m reporting on the effect of recent 
directives on unfair contract terms, 
distance selling and comparative 


and misleading advertising in 
order to update and simplify 
recourse measures; 


m reviewing gaps in existing regula- 


tions to address such issues as 
“miracle products,” misleading 
health claims and pyramid selling; 


m™ comparing prices across the EU 


to identify where the market is 
not working; 


m ensuring that domestic and exter- 


nal EU policies take consumers’ 
economic and legal interests into 
account, especially in interna- 
tional electronic commerce; 

m improving consumer redress by, 
for example, increasing con- 
sumers’ potential to recover legal 
expenses and take collective legal 
action, and improving access to 
the European Consumer Ombuds- 
man, who handles transnational 
complaints; and 

m improving coordination of 
national enforcement of con- 
sumer protection laws. 


New Consumer Protection Initiatives in Britain 


In the past decade, British consumers 
experienced increased prices for air- 
fares, cars, gasoline, food, wine, books, 
telephone calls, movie tickets, sports 
items and a wide range of other goods 
and services. 

Consumer protests, together with 
the commitments included in the 
Treaty of Amsterdam, have led the 
British government to take strong 
action. In July 1999, after extensive 
consultations with consumer associ- 
ations and the private sector, Britain 
released Modern Markets: Confident 
Consumers, a white paper on consumer 
issues. The white paper introduces 
70 new measures, involving a wide 
range of government departments, 


to increase consumer protection and 
build on the increased powers of the 
U.K’s Office of Fair Trading to tackle 
anti-competitive behaviour. 

The white paper puts consumers 
centre stage, recognizing that well- 
informed, confident and demanding 
consumers are good for business. 
Focussing on improving information, 
redress and stamping out rogue 
players, its proposals include the 
following: 


Consumer Involvement 


The government will review all its 
consumer protection legislation, 
reinvigorate the National Consumer 
Council — an independent consumer 


organization — and provide training 
support for 5000 new volunteers to 
effectively represent the consumer 
by bringing the consumer voice 
more fully into policy making. 


Consumer Information 
Initiatives include a new consumer 
advice network linked to legal serv- 
ices, an Internet-based consumer 
gateway providing access to govern- 
ment consumer information and a 
test of local consumer helplines on 

a pilot basis. 


Customer Service 


and Redress 

An Office of Fair Trading-approved 
code of practice will guarantee high 
standards of customer service and 
redress (based on core principles 
developed by government, consumers 
and private sector representatives). 
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Consumers will be able to identify 
companies that adhere to the code 
by a special symbol. On the Internet, 
the symbol will denote companies 
that guarantee payment security and 
privacy and do not target children. 


Enforcement 

Britain will place tougher controls 
on misinformation; give new powers 
to the Office of Fair Trading and 
others, including consumer organi- 
zations, to clamp down on rogue 
actors; and quickly introduce legis- 
lation to outlaw new scams. 


Electronic Commerce 

The government will work with busi- 
ness and consumer representatives 
to develop consumer protection 
principles for electronic commerce. 
It will also set up a body to accredit 
codes that follow these principles 


and work with the European Union 
and the Organisation for Economic 
Co-operation and Development on 
codes that apply broadly. 


Financial Services 

The government will review its 
regulations on consumer credit 

and other financial services, and set 
up a single, compulsory ombudsman 
scheme to replace the eight existing 
schemes, some of which are voluntary. 


Price Comparisons 

The government compared the 
prices of some 100 products in France, 
Germany, the U.S. and the U.K. The 
government will use the results, 
which were published in January, to 
identify those markets that competi- 
tion authorities should investigate 
and, if necessary, act on to end anti- 
competitive practices. 


U.S. Increases Financial Privacy and Consumer Protection. = = = = = 


In May 1999, U.S. President Bill 
Clinton introduced the Financial 
Privacy and Consumer Protection 
Initiative. Rapid changes in the 
financial services industry provided 
the impetus for this move, as many 
consumers are finding they lack the 
knowledge to properly evaluate 
financial services products. These 
consumers are falling victim to new 
abusive practices or are being left 
out of the financial marketplace 
altogether. The U.S. President called 
for action to protect privacy, enhance 
credit disclosure, combat Internet 
fraud, increase access to credit and 
banking services, and expand finan- 
cial education. The initiative covers 
a number of elements: 


Protecting Privacy 

The Congress is considering severe 
restrictions on information sharing 
within financial services conglomer- 
ates to enhance financial privacy 
protection. 


Enhancing Disclosure 

The short-term low “teaser” rate 
and the higher annual percentage 
rate that applies after the introduc- 
tory period, which appear on the 
nearly four billion solicitations credit 
card companies send out each year, 
must be equally prominent. The appli- 
cations must also provide information 
on the cost implications of making a 
minimum monthly payment, which 
is often only two or three percent of 
the outstanding balance. 


Combatting Fraud 

The Department of Justice will step 
up prosecutions against identity 
theft and fraud over the Internet, 
and will create a national centre to 
track Internet fraud. 


Increasing Access 

The Treasury Department will make 
low-fee bank accounts available to 
those who receive federal benefits. 
It will also strengthen the Commu- 
nity Reinvestment Act to require 
banks to reinvest in the communi- 
ties they serve. 


Expanding Education 

The Department of Education will set 
up a financial literacy program through 
the National Economic Council. 
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All levels of government in Canada 
are committed to protecting and 
serving the consumer interest. There 
is a broad range of initiatives in 
place, or planned, to help Canadian 
consumers face the challenges of a 
rapidly changing marketplace. Some 
of these initiatives respond to pres- 
sures in particular jurisdictions and 
others are the result of cooperation 
among all governments. 

Federal, provincial and territorial 
ministers responsible for consumer 
affairs have met annually, most recently 
in November 1999, to take stock of 
consumer issues in the marketplace, 
identify opportunities for collabora- 
tive efforts and direct the work of 
officials on the intergovernmental 
Consumer Measures Committee. 


Current efforts by governments in 
Canada focus on a number of key 
areas: increasing information for 
consumers, bringing consumer 
perspectives to policy development, 
promoting cooperative enforcement, 
enhancing consumer protection in 
electronic commerce, addressing 
consumer issues in the financial 
services sector and improving 
consumer redress. 


Consumer Information 


Consumers need clear, accessible 
information to make choices in the 
increasingly complex marketplace. 
Industry Canada’s interactive 
Consumer Connection Web site 
(http://consumerconnection. ic.gc.ca) 


offers access to innovative products 
and to consumer information on a 
range of topics. The federal, provin- 
cial and territorial governments, 
through the Consumer Measures 
Committee, have collaborated in 
developing the Canadian Consumer 
Handbook, launched in March 1999, 
which provides information and 
advice to consumers on many prod- 
ucts and services. It is available from 
provincial and territorial govern- 
ments and on Consumer Connec- 
tion. The federal government is also 
developing, on a pilot basis, an 
Internet consumer gateway to facili- 
tate public access to all federal con- 
sumer information and services. 


WHO MINDS CONSUMER INTERESTS IN CANADA? 
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Consumer Perspectives 


in Policy Development 

The Office of Consumer Affairs 
works closely with consumer groups 
to build their capacity for research 
and participation in policy develop- 
ment. Contributions to consumer 
organizations for policy research and 
the involvement of these groups in 
collaborative work with governments 
and business are leading, in many 
areas, to policies that better reflect 
the consumer perspective. For 
example, the Office is actively pro- 
moting the use of voluntary codes 
— developed with the involvement 
and support of consumer groups, 
other non-governmental organiza- 
tions and the private sector — for 
consumer protection in a number 

of sectors. 


Cooperative Enforcement 


Through the Consumer Measures 
Committee, federal, provincial and 
territorial governments have been 
working together to crack down on 
rogue players in the marketplace. 
The development of Canshare, an 
Internet-based data base for law 
enforcement agencies, has strength- 
ened the ability of these agencies to 
work together. While cooperative 
enforcement efforts cut across a 
range of issues, governments have 
made a concerted effort to reduce 
telemarketing fraud and scams. A 
new area of focus will be abusive 
practices by collection agencies. 


Electronic Commerce 


The Working Group on Consumers 
and Electronic Commerce comprises 
representatives from Canadian busi- 
ness and consumer organizations 
and officials from the Office of 
Consumer Affairs and a number of 
provincial consumer ministries. The 
Group recently launched Principles 
of Consumer Protection for Electronic 
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Commerce: A Canadian Framework, 
which calls for protection for con- 
sumers shopping on-line equivalent 
to that available in traditional forms 
of commerce. The principles guide 
Internet merchants as they do busi- 
ness with consumers. Future work 
identified by all governments will 
involve harmonizing consumer pro- 
tection legislation, developing con- 
sumer education and information 
products, and identifying ways to 
work with the private sector to 
develop trust marks for merchant 
certification and on-line consumer 


redress mechanisms. 


Financial Services 


Canadian governments have been very 
active in this area. The federal govern- 
ment released Reforming Canada’s 
Financial Services Sector: A Framework 
for the Future in June 1999. The 
framework includes a strong con- 
sumer focus and proposes a number 
of new initiatives: public notification 
of bank branch closures, low-cost 
bank accounts, an independent 
Canadian Financial Services 
Ombudsman and a new financial 
consumer agency. 

The marketplace for financial 
services has become increasingly 
complex, necessitating information 
and tools to help consumers make 
informed choices. Industry Canada 
has developed the very popular 
Financial Service Charges Calculator 
and Credit Card Costs Calculator, 
which are available on Consumer 
Connection. The department is cur- 
rently working with the Ontario 
Securities Commission to develop 


a similar calculator to educate 
consumers about the long-term cost 
implications of mutual fund 
management fees. 

The provincial and territorial gov- 
ernments have also taken important 
steps to provide consumers with 
information on the true cost of the 
money they borrow by harmonizing 
the rules on the disclosure of infor- 
mation about the cost of credit. 
Through the Consumer Measures 
Committee, federal, provincial and 
territorial governments have begun 
new work in the area of financial 
services, focussing on the challenges 
vulnerable consumers face when 
looking for low-dollar-value, short- 
term credit. As a first step, govern- 
ments will bring consumer and 
business stakeholders together to 
define areas of concern and discuss 
options to address them. The Com- 
mittee will also investigate how to 
raise consumer awareness about 
market players, their practices and 
the costs of their credit services. 


Consumer Redress 

The Consumer Measures Committee 
will establish a task force on market- 
based approaches to consumer 
redress. The task force will bench- 
mark best practices and work with 
business and consumer organiza- 
tions to develop tools to encourage 
business and consumers to use more 
effective mechanisms for complaints 
prevention, handling and dispute 
resolution. 
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What’s New on Consumer Connection. sss ssse8es ewes 


Consumer Connection, the Office of complaints effectively, and features a With its new look and layout, 
Consumer Affairs’ award-winning search engine that allows you to find |= Consumer Connection remains the 
Web site, proudly sports a new look. what you're looking for in just a few reliable and authoritative source of 
This makeover, which is one of key strokes. Soon to be added is a Canadian consumer information. 
many projects in the Office’s “new fraud quiz that measures your Check out Consumer Connection 
look” campaign, has transformed susceptibility to scams. (http://consumerconnection.ic.gc.ca). 


Consumer Connection into an eye- 


catching site offering more useful 
information than ever before. 
We A ocrcce Conoaa an Ts Consumer Connection 
Consumer Connection offers a mul- © 
; i ; Help What's New Site Map Feedback About Us  Frangais 
titude of details on everything from on ma PETTON Strategis 


be Consumer Information 


technology and money to laws and 
codes. It also offers helpful tips on 
how to save money on financial 
service charges and how to register 


(text version J 


Consumer Tips: 
_. Services 


fan _ Technolog Lawsand Codes. Congumer Tips: 


| - Recalls Health 1 money 


FOR FURTHER Wh Aboutus IO (Featured Products 
EPP ATON wen Consumer 


_ ; : - ol hesnivainn: Connection Credit Card Reports - Rate 
mab t consumer pro __ Semplaining the authoritative pare 
contact Philip Halliday, — _ Consumer — Ribas source for Canadian Customers First 
_ Legal Policy Analyst : ; oo | consumer information — Principles of Consume 
Ae ; : Principles of Consumer 
_ E-mail: halliday.philip@ic.ge.ca scenes Fssacine (incon 


Tel.: (613) 952-5632 1) Privacy Poi Commer 


_ Site Map 
Search this Site 
for more options use the Advanced Searmk 


of Consumer Affairs. 
— E-mail: enright.cathy@ic.gc.ca | 
Tel ‘(61 3) 052: 3466 oe : Mail: 235 Queen Street, Sth Floor East, Ottawa, ON, KIAQHS, Fax: (612) 992-8927. Contact Us 


Or write to: : Heip What's New Slteman Feedback About Us . Francais Top of Page 
- Office of Consumer Affai Canada 
oy 7 Lae ZEN ada 
Industry Canada http://strategis.ic.gc.ca 


he next edition of Consumer Quarterly will focus on electronic com- 
merce and on guidelines developed in Canada and by the Organisation 
for Economic Co-operation and Development to protect consumers. 


The Canadian principles call for consumers to receive protection in elec- 
tronic commerce equivalent to that available in traditional forms of 
commerce. Specifically, they cover eight areas: 

information provision; e redress; 

contract formation; ' @ liability; 

privacy; e unsolicited commercial 

security of payment and e-mail; and 

personal information; e consumer awareness. 


Watch for the next issue of Consumer Quarterly in the spring. 
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